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Executive Summary

Purpose

Background

The U.S. Department of Agriculture (USDA) is at a crossroads. Programs
established early in this century helped make America a world leader in
agriculture. Now, however, USDA faces forces of change: increased
international competition, environmental conflicts over farming prac-
tices, food safety controversies, and the economic and social impacts of
biotechnology. The challenge for USDA managers is to create depart-
mental structures, systems, and strategies that can respond to these new
conditions.

A series of GAO reports has (1) analyzed the Department’s management
problems and their underlying causes and (2) identified ways to improve
departmental organizational structures, management systems, and strat-
egies in the face of UsDA’s changing missions. This final report in the
series builds on the prior reports and discusses GA0’s overall observa-
tions on revitalizing the Department. (See ‘“Related GA0 Products,” at the
end of this report, for a list of the reports in this series.)

USDA, with the third largest civilian agency budget in the federal govern-
ment, affects the lives of all Americans and millions of people around
the world. Created 129 years ago to conduct research and disseminate
information, USDA has expanded its role greatly over time to include sup-
porting farm income, boosting farm production and exports, and
improving nutrition. UspA’s future role will be strongly influenced by
continuing changes in the global marketplace.

USDA oversees an agribusiness sector of major importance to the nation’s
economy, accounting for 17 percent of the gross national product and 20
million jobs. To carry out its missions in 1990, USDA spent about $46 bil-
lion, controlled assets of about $140 billion, and employed over 110,000
full-time employees in 36 agencies in over 15,000 locations worldwide.

Agricultural export markets, key to the nation’s vitality, are increas-
ingly competitive, as the United States no longer dominates global agri-
cultural markets. For example, 27 countries export grain today,
compared with only 4 countries—the United States, Canada, Australia,
and New Zealand—in the early 1970s. Between 1981 and 1988 the
United States’ share of global exports fell from 21 to 15 percent. This
new competition has weakened the comparative advantage in low prices
that allowed U.S. farms to prosper through the 1970s.
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Results in Brief

Principal Findings

Executive Summary

USDA's organizational structure—essentially unchanged since the
1930s—is not responsive to the new challenges facing the Department. -
Consolidating and integrating organizational functions, for example,
would allow UsDA to provide the same services more efficiently to
agribusiness customers and give it flexibility to meet needs more effec-
tively. In addition, prganizational mechanisms are needed to coordinate
and integrate USDA’s diverse responsibilities in cross-cutting issues such
as food safety, water quality, and marketing. Information, financial, and
human resources management systems need strategic planning to ensure
that weaknesses are addressed in all agencies and that the systems
operate as a unit.

Revitalizing Uspa will not be an easy task. The individual agencies pro-
tect their interests, which are often closely tied to special interest
groups and as such garner considerable congressional support. Strong
top management leadership is essential to ensure that individual agen-
cies institutionalize the needed changes. Congressional support will also
be needed to enable USDA to help U.S. agribusiness produce safe,
healthful, and environmentally sound food and fiber products that meet
consumers’ needs worldwide.

USDA Needs to Revitalize

Although increased responsibilities in nutrition, international trade, and
environmental issues have greatly diversified UsDA’s client base over the
years, the Department’s structure and management practices have
remained largely unchanged since the 1930s. uspa has added agencies
and functions over time, making it larger but not fundamentally dif-
ferent from its production-oriented, commodity-based past. The result is
an organization that does not operate as an integrative unit for the most
part, and has difficulty adapting to changes in client needs in the most
effective and balanced way.

Change in the way USDA does business can be forced on it by external
events, like reductions in funding for agricultural programs as the
budget deficit grows or declining competitiveness of agricultural prod-
ucts in the international market. Or the Department’s management, in
cooperation with the Congress, can take the initiative and begin to revi-
talize before events force change.
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Executive Summary

Streamlined USDA Could
Better Adjust to Meet
Program Needs

USDA's current program delivery structure does not efficiently meet the
needs of a modern agribusiness industry. USDA still maintains an exten-
sive local presence—b5 agencies alone have 63,000 employees in 11,000
offices, at a cost of about $2.4 billion annually. This structure was estab-
lished during the Great Depression to serve a largely rural America, in
which one in four Americans lived on a farm. Today, only 1 in 50 Ameri-
cans lives on a farm, and many farmers manage large, sophisticated
operations. Advances in communications, computers, and transportation
systems have greatly increased access to information and sources of
assistance, lessening the need for contact with multiple farm agencies.

Some county offices spend more on overhead expenses than they give

out in program benefits. GAO estimated that the Agricultural Stabiliza-

tion and Conservation Service (AsScs) could save over $90 million annu-
ally if UusDA consolidated field offices where warranted.

For the long run, senior officials and the Congress need to seriously con-
sider integrating the Department’s farm agency delivery system so that
multiple agencies operate as a unit at local levels. USDA’s own reports
have called for such an integrated system, but the leadership has never
acted on these recommendations. Continuing budgetary pressures and
the need to serve clients in the most effective way may compel USDA to
eventually adopt a more streamlined field structure.

Strategic Planning Can
Smooth Adjustments

Revitalizing USDA requires strategic planning processes throughout the
Department, especially in emerging areas such as marketing, food
safety, water quality, and biotechnology. UsDA has had only limited suc-
cess in responding to these new areas that cut across different agencies
when it relies on agencies working alone.

For example, USDA has not developed an integrated, Department-wide
strategic marketing plan. Former Secretary of Agriculture Clayton
Yeutter frequently spoke of the importance of international agricultural
trade. He emphasized the importance of the government’s providing the
necessary management tools to help American agriculture become more
competitive in world markets, particularly in high-value food products.
Yet, in today’s highly-competitive, marketing-oriented environment, no
such plan exists. USDA programs and policies generally favor the produc-
tion-oriented philosophy that contributed to agriculture’s post-World
War II productivity boom. USDA agencies do not coordinate their mar-
keting activities either within the Department or with other federal
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agencies, In brief, Departmental operations do not match the competi-
tive leadership vision espoused by the former Secretary because the
vision is counter to the Department’s culture.

In the food safety, biotechnology, and water quality areas, policies are
either narrowly focused or insufficiently defined because Usba lacks an
effective management approach. In addition, plans and monitoring
efforts target narrowly focused agency activities and do not comprehen-
sively address all the major components of each cross-cutting issue. For
example, a comprehensive policy and plan could help the United States
establish itself as the world leader in food safety, but no such policy or
plan exists. If USDA adopted a strategic approach to food safety, it could
look at how and where to target resources most effectively to prevent
potential food safety problems and instill confidence in quality products.

Strong Management
Systems Can Ensure
Success

USDA makes decisions every day that rely heavily on its basic manage-
ment systems. Stronger departmental leadership is needed if USDA’s
information, financial, and human resources systems are to keep pace
with increasingly complex responsibilities and changing socioeconomic
conditions.

UsDA has substantially increased its use of information technology in
recent years. It plans to spend about $4 billion for information resources
management in 1990-94 alone. Most of the resources spent to date have
been for automating the systems associated with providing program
benefits. However, these systems are not providing managers with the
data they need to manage and make decisions, nor is the information
produced in a form that can easily be shared with other agencies.
Acknowledging this problem, departmental officials have proposed a
new strategic planning process to address UsDA’s information needs. The
initiative holds promise, provided agencies are held accountable for
adjusting their own information resources management plans
accordingly.

Similarly, uspa’s financial management systems are not providing accu-
rate information for controlling expenditures, nor are financial reports
producing reliable information for making decisions: To maximize the
impact of funds and allow the different agencies to work together as a
team, USDA should develop and implement a comprehensive plan for
improving its financial systems across agencies, and restructure its
agency-level chief financial officer positions. Improvements could

Page 5 GAO/RCED-91-168 USDA Structure, Systems, and Strategy



Executive Summary

include consistent authority and responsibility for agency-level chief
financial officers throughout the Department.

Because most human resource functions at USDA reside with individual
agencies, the Office of Personnel’s role is limited to monitoring and set-
ting guidelines for human resource functions UsDA-wide. Organization-
ally, the Office of Personnel is on a lower level than the assistant and
under secretaries who direct agency operations. It therefore has little
power of its own to hold agencies accountable for human resource activ-
ities. Because of problems agencies have in recruiting, training, and
planning for a future work force, Personnel, backed by top management,
needs to exercise a strong leadership role to achieve necessary depart-
mental approaches to common agency problems.

Changes Need to Be
Institutionalized

Matters for
Congressional
Consideration

Two recent initiatives led by the Assistant Secretary for Administra-
tion—a work-force diversity framework and an information resources
strategic plan—show more immediate potential to achieve change. Yet,
the success of both initiatives is uncertain without clear indications that
(1) the individual agencies will accept the initiatives or (2) the Depart-
ment will institutionalize the initiatives to ensure that they are not lost
with any change in leadership.

Institutionalization allows a plan to become a reality throughout an
organization by building it into routine processes. Although GA0O com-
mends USDA’s current strategic planning initiatives for work-force diver-
sity and information resources, earlier efforts have failed because of the
absence of (1) strong leadership from top management and (2) depart-
mental responsibility for agency actions. GAO questions whether the two
offices responsible for developing and implementing the current initia-
tives, both under the Assistant Secretary for Administration, have suffi-
cient authority to bring about change in these areas.

Strong and continuing congressional support and oversight will be
needed to bring about and sustain many of the fundamental changes
required to revitalize and streamline USDA’s management systems and
structure. GAO believes it is especially important for the Congress to
work with USDA in consolidating local offices and holding hearings to (1)
determine why USDA has not implemented its own recommendations for
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Recommendations to
the Secretary of
Agriculture

integrating the farm agencies and (2) explore reorganizing these agen-
cies. If such hearings are not held before, they could be held in conjunc-
tion with congressional deliberations on the program and policy
provisions of the 1995 farm bill.

GAO'’s series of USDA management reviews presents a number of recom-
mendations specific to departmental structures, strategies, and systems
that, if implemented with strong Secretarial leadership and congres-
sional support, would result in needed changes. These recommendations
are discussed in chapters 2, 3, and 4.

Agency Comments

UsDA’s comments on drafts of the individual reports in this series con-
curred with most of GAO’s findings. For example, USDA agreed that
internal control and accounting weaknesses in some of its major finan-
cial accounting systems prevent system users from obtaining reliable
information. USDA also agreed that the lack of investment in integrated
human resources and other basic management systems has had a detri-
mental effect on program delivery.

In other areas, USDA concurred with GAO’s findings but believed the
problems to be under control. For example, USDA agreed that effective
marketing is an integral element if the Department is to help agribusi-
ness improve its international competitiveness. But overall, USDA
believed that it has adequate strategic marketing programs and staff in
place. Although GAO recognizes that the Department is making progress
in directing parts of USDA programs towards strategic marketing, GAO
continues to believe that a more proactive, organized approach is needed
if UsDA is to lead American agribusiness towards more marketing-ori-
ented agriculture.

UsDA agreed that collocating and consolidating more field offices and
sharing resources would improve efficiency and save money; however, .
officials believed potential savings would not be large. GAO believes that
UShA underestimates these savings and, as such, continues to believe
that the Department should pursue these incremental improvements
more aggressively.

Regarding the need to pursue more fundamental change in its field
structure by integrating farm agencies, USDA declined to comment. While
incremental measures such as collocating and consolidating field offices
are cost beneficial, GAO believes that USDA also needs to consider the kind
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of fundamental changes in the way farm services are delivered that
integrating its farm agencies would provide.

USDA’s comments on individual reports are more fully discussed in chap-
ters 2, 3 and 4.
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Chapter 1

Introduction

Organizational
Structure

The U.S. Department of Agriculture (UsDA) has broad responsibilities
affecting every American. It works to improve farm income, expand
overseas markets for farm products, and ensure that consumers have an
adequate food supply at reasonable prices. The Department also works
to safeguard the food supply by inspecting food processing plants; helps
consumers choose nutritious foods; and provides the less fortunate with
better diets through food assistance programs. Finally, usba conducts
agricultural research and protects the environment by helping farmers
conserve natural resources.

New 1990s farm policy results from two statutes: the Food, Agriculture,
Conservation, and Trade Act of 1990 (P.L. 101-624)—commonly known
as the 1990 farm bill, and the Agricultural Reconciliation Act of 1990
(P.L. 101-5608)—commonly called the 1990 Budget Reconciliation Act.
The 1990 farm bill makes many important changes in farm programs.
The latest in a series of agricultural laws that date from the 1930s, the
1990 farm bill was designed in response to concerns about the federal
deficit, agricultural competitiveness, and the environment. Its main
goals are to (1) help alleviate the federal deficit, (2) improve agricul-
tural competitiveness by helping maintain farm income growth through
expanding exports, and (3) enhance the environment. The 1990 farm bill
establishes a comprehensive framework within which USDA administers
its food and agriculture programs through 1995. The 1990 Budget Rec-
onciliation Act modifies many of the farm bill’s provisions in order to
reduce outlays required by the deficit reduction agreement and
prescribes spending cuts of more than $13 billion for agriculture for
fiscal years 1991-95.

UsSDA has the federal government’s third largest civilian agency budget—
$46 billion in fiscal year 1990—and deploys an elaborate network of
agencies and offices to address its many missions. The Department is
headed by the Secretary of Agriculture, a Deputy Secretary, and nine
under and assistant secretaries. Thirty-six individual agencies are
divided into nine groups, each headed by an under or assistant secre-
tary. In addition, several offices—Budget and Program Analysis,
Inspector General, and General Counsel-—report directly to the Secre-
tary or Deputy Secretary. The names of agencies and duties assigned, as
well as the configuration of agencies reporting to the different under
and assistant secretaries, undergo frequent change. However, the basic
missions of the individual agencies have remained much the same over
time. Figure 1.1 shows the Department’s current organizational
structure.
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Figure 1.1: USDA’s Organizational Structure
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USDA also has one of the largest and most expensive field structures in
government. Almost 90 percent of its more than 110,000 full-time
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employees, 17,000 county office employees who work for the Agricul-
tural Stabilization and Conservation Service (Ascs), and numerous tem-
porary employees work outside Washington, D.C., in’ offices located in
almost every county in the United States and in many cities. The wide-
spread distribution of USDA employees is viewed as providing a direct
link between the Department and the nation’s farmers and ranchers.
Additionally, several UsDA agencies have staff in overseas offices.

USDA’s Genesis

USDA was created by 1862 legislation to conduct research and dissemi-

natan itae raciilte Nuar timaoa 11ana’e nngitinn in tha farm nalioy arana
ALALT 1LD L UDULLI: W/ VUL UGy VoA O PUDLVIVIL 11L UWIC 1allll yUllb.y QALTI1LAa

shifted beyond information management to a more active role. During
the 1930s, several independent agencies were created within UsDA to
help farmers regain self-sufficiency on family farms. For over 50 years,
the basic objectives of these agencies have remained largely unchanged:
to provide farmers with a fair return on their investment, to stabilize
the agricultural economy, and to ensure an abundant supply of food at
reasonable prices. A complex system of farm price and income supports
and other farm programs has been built to accomplish these objectives.
Since the 1930s, the Secretary’s responsibilities have expanded beyond
the farm sector to include the food stamp and child nutrition programs
as well as food safety, quality, market integrity, and environmental
issues.

The 1930s UsDA programs are characterized by strong client participa-
tion in structuring and implementing local programs. Politically, this
involvement mobilized constituent support for the programs, and to a
great degree this involvement has proven highly successful. Local coop-
eratives provided electrical power to virtually all rural America; farmer-
organized districts implemented soil conservation plans; and locally
elected farmer committees rather than bureaucrats oversaw the county
offices that administered federal program benefits and farmer pay-
ments. USDA is one of only a few federal entities that have direct, day-to-
day, personal contact with its constituents. In key programs, the Depart-
ment is managed at the grass-roots level by its constituents.

Although successful in making USDA responsive to its farm clients, the
heavy constituent involvement has been criticized by some as the reason
for difficulty in instituting reform: UsDA is composed of a number of
diverse, autonomous, and entrenched local self-governing systems that,
to varying degrees, are regulated by the constituent groups themselves.
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Chapter 1
Introduction

Successful managers constantly monitor and reshape their organizations
to keep pace with changes in their environment. In the private sector,
these managers recognize that complacent management is a key ingre-
dient for disaster. Excessive corporate size, for example, can distort
communication, waste resources, and reduce profit margins, leaving a
firm vulnerable to a takeover attempt or bankruptcy.

Over the past decade, the private sector has witnessed numerous firms
scrambling to restructure to ensure corporate survival. More than half
of the prestigious Fortune 500 companies have embarked on restruc-
turing over the past 5 years alone. In their attempts to streamline man-
agement structures, managers have sought innovative ways to solve
problems, cut costs, eliminate unprofitable product lines, and restore
competitiveness. One business analyst commented that firms undertake
restructuring ‘‘because they know that if they don’t clean up their act,
somebody’s going to come in and do it for them.”

In contrast to private firms, public organizations, whose funds derive
from appropriations, do not have an objective indicator like sales or
profits to compare resources used with results achieved. Therefore, it is
difficult to (1) equate the level of spending with the quality of services
provided and (2) determine whether service delivery systems are oper-
ating efficiently. Additionally, unlike private firms, which can emerge
from bankruptcy as entirely new entities, public organizations cannot
simply close their doors and ignore their legislative mandates to provide
services to the American public. Nevertheless, colossal federal debt can
create federal funding crises and thereby compromise the ability of gov-
ernment agencies to accomplish their missions. Qur 1989 Annual Report
observed that the interest payments alone on the $3-trillion federal debt
burden may soon become the nation’s highest general fund expenditure.!

Today’s massive federal debt makes it even more imperative that usba
provide services and programs to its customers in the most efficient,
cost-effective manner possible. Although USDA agencies do not worry
about competitors forcing them to downsize, close, or be taken over like
the private sector, they do have an obligation to the taxpayers to take
into account the limits on the federal government’s ability to fund pro-
grams. This, in turn, means that USDA agencies should be concerned with
creating flexible systems that can keep up with the changing environ-
ment because its customers, competitors, processes, and employees are
all in a constant state of change.

lFacin&Fact:s: Comptroller General’s 1989 Annual Report (Washington, D.C.: U.S. GAO, Jan. 1990).
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Objectives, Scope, and
Methodology

Chapter 1
Introduction

This is the final report in a series examining the management of USDA.
Our overall goals in the series have been to identify ways in which UsDA
can make and sustain management improvements in order to strengthen
policy development, better achieve program goals, improve the integrity
of management systems, and enhance planning for future agricultural
issues. For this capping report, our principal objectives were to (1) sum-
marize the prior reports, including any updates of USDA comments and/
or actions, and (2) present our overall observations on the revitalization
issue.

This final report contains new information on proposed USDA actions for
implementing our recommendations, as described in USDA’s statements of
action plans sent to congressional committees to fulfill the requirements
of the Legislative Reorganization Act. This information was not pro-
vided in our earlier reports because USDA chose not to comment on our
draft recommendations. .

Organizational change literature has contributed to all the reports in this
series. In particular, the concept of revitalization, discussed by Tichy
and Ulrich,? provided insights important to our understanding of the
changes needed at USDA. We also met with officials of the Office of Per-
sonnel Management’s Federal Quality Institute to discuss the organiza-
tional life cycle material and its relation to USDA, which is discussed in
this final report.

We discussed our methodology with, and obtained comments on a draft
of this report from, our consultant, Charles F. Bingman, member of the
National Academy of Public Administration.

We conducted our work between February and April 1991 in accordance
with generally accepted government auditing standards.

2Noel M. Tichy and David Ulrich, *The Challenge of Revitalization,” New Management, Vol. 2, No. 3,
Winter 1985.
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Chapter 2

Farm Agencies’ Field Structure Needs

Major Overhaul

USDA administers its farm programs and services through one of the
largest, most decentralized field structures in the federal government.
The structure is a reflection of the era in which it was established—the
1930s, when communication and transportation systems were greatly
limited by geographic boundaries. Over the intervening years, the
number of farmers has declined sharply. One in 50 Americans lived on a
farm in 1990 compared with 1 in 4 in 1935. Also, telephones, computers,
and highways have increased farmers’ accessibility to information and
assistance programs. More recently, federal budget pressures have led
to questions about the affordability of maintaining such decentraliza-
tion. Yet, none of the changes has been significant enough at any time to
trigger fundamental changes in the structure.

One or more of the 5 farm service agencies maintains a presence in
almost every one of the nation’s 3,150 counties. In key farm programs,
the Department is managed at the grass-roots level by its constituents.
Although this organization has made UsDA successful in responding to its
clients, the heavy constituent involvement makes the Department slow
to recognize the need to make changes in the field structure. Operating
this decentralized field network is also costly. In fiscal year 1989, 4 of
the b farm service agencies spent approximately $2.4 billion and
required over 63,000 staff years to administer their programs in over
11,000 county offices. These expenditures translate to about $1,100 in
federal administration costs per farm, using USDA’s definition of a farm
as a place selling $1,000 or more worth of agricultural products
annually.

We reported over a decade ago that a changing external environment
and declining federal resources mandated that federal departments and
agencies with extensive field structures explore ways to reduce over-
head and unnecessary support costs.! We encouraged such federal agen-
cies to implement a number of cost-reducing measures, including
collocating field office operations where two or more agencies can share
common office space, consolidating field offices within individual agen-
cies where the work of two or more sites can be performed at a single
location, and eliminating excess management tiers.

Agency and external opposition may pose strong barriers to any effort
to restructure USDA’s field operations. Actions that affect local offices

!Collocating Agriculture Field Offices—More Can Be Done (CED-79-74, Apr. 25, 1979) and Stream-
lining the Federal Field Structure: Potential Opportunities, Barriers, and Actions That Can Be Taken
(FPCD-80-4, Aug. 5, 1980).
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Chapter 2
Farm Agencies’ Field Structure Needs
Major Overhaul

Need to Pursue
Incremental
Improvements More
Aggressively

typically generate concern not only in the local area but in the Congress
as well. Thus, USDA needs to engage its grass-roots staff, along with its
top management, farm clients, and the Congress, in updating its current
structure to one that is best-suited for delivering the Department'’s ser-
vices into the next century.

USDA can realize significant cost savings and efficiency improvements by
aggressively pursuing resource-sharing initiatives in collocated offices
where USDA agencies (and other federal agencies) now occupy common
space. We have identified several resource-sharing initiatives under-
taken by collocated UspA offices. One telecommunications initiative is
expected to save $3.75 million annually for participating offices nation-
wide. Another resource-sharing initiative is expected to yield $12.6 mil-
lion in savings over 10 years to participating collocated offices. Our
limited survey of similar initiatives in seven midwestern states identi-
fied estimated savings in the tens of thousands of dollars in some collo-
cated offices. Typically, these initiatives included sharing reception
services, copying services, printing costs, and mail services.

Despite such potential savings, the Department is not adequately pro-
moting or monitoring these initiatives. According to headquarters offi-
cials who track collocation statistics, monitoring of collocation has
increased in response to our earlier reports, but these officials are still
not tracking cost savings information because USDA’s top management
has not requested them to do so. Both UsDA headquarters and state offi-
cials told us that their principal goal in pursuing office collocation is to
provide more convenient service to farmers, and not necessarily to
reduce administrative overhead through resource sharing.

The Department has responded to our recommendation to institution-
alize the Food and Agriculture Council’s (FAC) liaison in headquarters.?
However, it has yet to use the FACs as a coordination mechanism for
aggressively pursuing cost savings, as we also recommended.

Office consolidations can also provide significant opportunities for cost
savings. The Farmers Home Administration (FmHA) consolidated 24
offices in 10 states between 1987 and 1989, projecting first-year cost
savings of $1.2 million. Officials of both the Agricultural Stabilization

2U.S. Department of Agriculture: Status of the Food and Agriculture Councils Needs to Be Elevated
(RCED-90-29, Nov. 20, 1989).
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Chapter 2
Farm Agencies’ Field Structure Needs
Major Overhaul

Structural Reforms
Long Overdue

and Conservation Service (AScS) and the Soil Conservation Service indi-
cated that their agencies had also consolidated some field operations in
recent years in response to budget pressures and/or declining work
loads. However, as of December 1989, nearly half the states still had
ASCs and Soil Conservation Service offices in 90 percent or more of their
counties.

We believe that additional consolidation potential exists in usDA. For
example, the ASCS maintains offices in over 86 percent of the 3,150 coun-
ties in the United States. Yet in 1986 only 516, or 16 percent of the coun-
ties were considered farm counties, compared with over 2,000, or over
63 percent of the counties in 1950. Additionally, 32 percent of AsCs
offices paid out less than 3 percent of total Ascs program benefits in
1989. Unless such local offices can be justified as critical, we concluded
that more cost-effective service could be provided by consolidating some
of these low work-load offices. In this period of budget stress, UsDA
needs to weigh the benefits of using its limited resources to staff these
low-volume offices against other critical needs, particularly the chal-
lenges laid out in the 1990 farm bill—reducing spending, increasing
agricultural competitiveness, and enhancing the environment. UsDA
would save over $90 million annually if Ascs consolidated its high-cost
offices.

Incremental measures, including collocations and consolidations, merely
cut at the margins of existing operations. They do not address large-
scale concerns affecting the Department’s overall design, mission, and
service delivery system. USDA needs a more flexible and integrated orga-
nizational structure if it is to meet the new challenges of serving global
customers who are increasingly concerned with public health, safety,
and the environment.

Because management responsibility for field operations is vested in the
individual program agencies, only the Secretary has sufficient authority
to direct change affecting all field operations. If USDA is to succeed in
streamlining its field structure, GAO believes the Secretary must marshal
the proper mix of headquarters’ top management, outside, and state and
local office input. USDA took this positive step in 1985 when a Secretarial
task force obtained comments on alternative organizational structures,
including integrating the farm agencies, from under secretaries, state FAC
chairpersons, public interest groups, congressional staff, and others. The
process used a bottom-up approach, based on grass-roots proposals
made through state FACS, that could potentially result in a leaner but
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stronger USDA field presence. However, in the 6 years since then, Uspa
has implemented few task force recommendations, in part because it has
not developed the systems necessary to deal with opposing viewpoints
and to implement change. If USDA does not begin restructuring soon,
technological, demographic, and fiscal changes may compel it to adopt
hurried, ill-conceived reforms that could leave it with a structure less
suited for meeting the needs of American agriculture in the decades
ahead.

Recommendations

We made recommendations to the Secretary of Agriculture to improve
the effectiveness of the Department’s field structure by (1) expanding
its collocation tracking system to include information on the extent to
which collocated agencies have reduced costs through sharing resources,
(2) reporting annually through the FACs on the potential for additional
cost savings at collocated offices, and (3) stepping up individual agency
efforts to consolidate field offices where reduced work load or other
conditions no longer justify full-time staffing.

Matters for
Congressional
Consideration

We also suggested that the Congress consider working with UsDA to take
greater advantage of opportunities to consolidate local offices where
farm clients may be served through a multi-county operation more effi-
ciently and at less cost to the U.S. taxpayer. Now that the Congress has
completed its work on the 1990 farm bill, GAO encourages it to hold hear-
ings to (1) determine why USDA has not implemented its own recommen-
dations for integrating the farm agencies and (2) explore the prospects
for reorganizing these agencies. If such hearings are not held before,
they could be held in conjunction with congressional deliberations on the
program and policy provisions of the 1995 farm bill.

Agency Comments

USDA agrees that efficiency improvements and cost savings could be
achieved through increased collocation, resource sharing, and consolida-
tion. According to uspa’s April 5, 1991, statement of action letter to con-
gressional committees, the Department will expand its collocation
tracking system to monitor resources that are shared in collocated
offices. uspA will also develop a shared resources checklist to identify
resource initiatives that should be undertaken at collocated offices and
report annually through the FACs on the status of shared resources at
each collocated office.
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In commenting on a draft of our field structure report, the Department
wrote that it believed our estimate of cost savings through increased
consolidation to be overly optimistic because our estimate was based on
an analysis of administrative costs and program benefits rather than the
Department’s work-load data. We responded that while we did not con-
sider our analysis as the sole criterion for office consolidations, we did
consider the comparison to be a valid indicator, along with other factors
such as reliable work-load data, farm trends, county size, and budget
considerations. The Department’s April 5, 1991, statement of action plan
did not address a proposal for such an analysis. Instead, the Depart-
ment’s position was to continue the status quo—to pursue opportunities
for consolidation when consolidation is in the best interests of the farm
clients. As with the earlier comments on our draft report, the statement
of action plan did not discuss the need for a more integrated, cost-effec-
tive system for delivering farm services, an issue requiring substantial
Secretarial involvement to direct change.
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A Department-Wide
Commitment to
Strategic Marketing
Is Needed

USDA has traditionally encouraged U.S. agriculture to provide an abun-
dant supply of reasonably priced food by improving and stimulating
production. This approach has been successful, but recently it has begun
to conflict with issues involving world competitiveness, public health,
safety, and the environment. As a result, usbA must focus on managing
farm productivity while also considering the effect farm production has
on these emerging issues. Our reviews indicate that USDA has not yet
found effective mechanisms to integrate or balance its diverse
responsibilities.

USDA agencies rarely employ strategic marketing to help U.S. agribusi-
ness better compete in both export and domestic markets.! Program and
policy emphases generally favor the production-oriented philosophy
that contributed to agriculture’s post-World War II productivity boom.
While productivity remains important, reliance on a production-oriented
philosophy means risking the loss of opportunities in food processing
and marketing, the fastest growing aspects of global agribusiness.

High price supports and export subsidies have played a significant role
in our competitors’ recent successes. Strategic marketing practices have
also played a key role, particularly for the European Community and
others that have focused increasingly on high-value food products.?
Such products typically provide greater benefits to the exporting nation
because processing adds jobs, economic output, and government reve-
nues. Strategic marketing plays an equally important role for bulk prod-
ucts, such as corn and wheat. It is no longer adequate just to grow the
best bushel of grain. To succeed in today’s competitive marketplace,
producers must match the variety, quality, and delivery of the grain to
consumer needs.

The federal government, and USDA in particular, seek a greater ‘“market
orientation” by adding flexibility to domestic farm programs and low-
ering or eliminating trade barriers. But success will not automatically
mean that U.S. agriculture will be well-positioned to compete on a global
scale. UsbA has made a few modifications in the 1980s in response to
increased foreign competition for high-value products. However, its

! Agribusiness includes all of the interrelated private and public policy-making enterprises, from farm
supply, farming, and processing, through distribution to the ultimate consumers.

2High-value food products include intermediate (semi-processed) products (e.g., wheat flour and veg-

etable oil); unprocessed consumer-oriented products (e.g., fresh fruit and nuts); and highly processed
consumer-oriented products (e.g., milk and chocolate).

Page 22 GAO/RCED-91-168 USDA Structure, Systems, and Strategy



Chapter 8

Improving Management of Cross-Cutting
Agricultural Issues

A Strategic Planning
Approach Is Needed
for All Cross-Cutting
Issues

export policies primarily remain a way to dispose of bulk product sur-
pluses in response to changes in domestic farm policy or unfair foreign
competition. USDA has yet to adopt a strategic marketing approach that
would enable it to lead agribusiness as an educator, researcher, and
technical service provider.

We found that four usbA agencies with trade management responsibili-
ties differed in the extent to which they are prepared to lead U.S.
agribusiness in a changing world marketplace. The differences are illus-
trated in three areas: the extent to which agency policies and practices
include a strategic marketing perspective, the level of staff marketing
skills, and the degree of agency coordination. Unless all the agencies
develop their efforts in these areas, both individually and through a
well-coordinated, Department-wide strategic plan, USDA cannot assure
American agribusiness that it can provide the leadership necessary to
compete effectively in the marketplace.

In contrast to its efforts in the marketing area, UsDA has made some pro-
gress in organizing its structure to address key issues in biotechnology,
water quality, and food safety. But USDA has not developed an approach
for managing the issues in a way that provides a cohesive Department-
wide strategy in any given area. Rather, management generally relies on
ad hoc groups or individual agencies to develop policies and plans.
These agencies implement and monitor their specific responsibilities in a
cross-cutting issue. However, uncoordinated agency efforts cannot
achieve an integrated, departmental perspective. As a result, USDA is
missing opportunities to deal with pressing national needs, duplicating
efforts to meet specific concerns, and delaying overall departmental pro-
gress because differences among agencies are not quickly resolved.

Recognizing that USDA can better manage its multi-agency efforts, the
Department has instituted the Secretary’s Policy Coordination Council
to formulate departmental policy on issues requiring coordination across
two or more under or assistant secretaries and the management-by-
objectives (MBO) system. However, in part because of limited staff sup-
port for defining the roles of the Council, MBO system, and other coordi-
nating mechanisms, departmental management has not fully developed
these initiatives into an integrated, comprehensive approach for man-
aging multi-agency issues.
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Recommendations

As aresult, the Department has not developed clear and comprehensive
goals and policies for cross-cutting issues and has not established a com-
prehensive monitoring and evaluation capability that allows it to mon-
itor progress from a departmental perspective. With some modifications,
these initiatives could be used to develop a comprehensive and inte-
grated approach to assist USDA in overcoming its agency-specific orienta-
tion to multi-agency issues and enhance its ability to provide effective
policy leadership in these areas.

To create an organizational environment in which strategic marketing
can be adopted, we recommended that the Secretary of Agriculture

convene a forum of USDA trade-related agencies to develop a coordinated
strategic plan for implementing USDA’s MBO initiative to expand both for-
eign and domestic markets and

direct the Department’s trade-related agencies to adopt a strategic mar-
keting perspective in their mission statements, and encourage USDA
trade-related agencies to achieve greater diversity of international
agribusiness and marketing staff skills when addressing work-force
planning issues.

Once these actions are taken, we recommended that the Secretary of
Agriculture develop an integrated, Department-wide strategic marketing
plan.

To develop a comprehensive and integrated approach for addressing all
cross-cutting issues, we recommended that the Secretary of Agriculture

define clear and comprehensive goals and policies for all major cross-
cutting issues to provide a basis for developing strategies for achieving
the goals;

strengthen coordination among USDA agencies by defining and clarifying
the roles and relationships of the Council, USDA coordinating committees
and offices, and the MBO system in setting policy, planning and imple-
mentation, and monitoring progress;

strengthen the Department’s monitoring and evaluation capability by
integrating existing reporting and monitoring activities, such as the MBO
system and the Council and multi-agency committees; and

enhance USDA’s capacity for strategic action by providing an appropriate
level of staff support for the Secretary’s Policy Coordination Council in
carrying out some of its Department-wide responsibilities.
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Agency Comments

To solve specific problems identified in food safety, biotechnology, and
water quality, we recommended that the Secretary of Agriculture

develop Department-wide food safety and agricultural biotechnology
plans that articulate more specific USDA goals and policies. This effort
could be the basis for developing the planning component of an inte-
grated departmental approach for managing cross-cutting issues.
expand the role of the Department’s biotechnology committee to monitor
and report on the Department’s overall progress in biotechnology. This
expanded role could be a model for portions of departmental efforts to
create an integrated monitoring system.

USDA agrees that effective marketing is an integral element in the mar-
ketplace and recognizes the need to strengthen its capabilities to help
U.S. agribusiness improve its international competitiveness. According
to USDA's April 5, 1991, statement of action letter to congressional com-
mittees on our strategic marketing report: (1) UsDA’s 1992 budget
requests two additional staff years for the Office of the Under Secretary
for International Affairs and Commodity Programs to assist in devel-
oping policies to expand domestic and international agricultural sales
and coordinate trade agreements; (2) the Agricultural Marketing Service
and Foreign Agricultural Service have begun developing new strategic
plans to adapt their programs to changing conditions, ensure the most
effective use of resources, and strengthen the integration of strategic
marketing activities; and (3) the Agricultural Marketing Service, Foreign
Agricultural Service, Extension Service, and Agricultural Research Ser-
vice have increased their formal and informal cooperation to develop
coordinated strategies for export promotion and other cross-cutting
issues.

Overall, however, the Department believes that it has adequate strategic
marketing programs and staff skills in place. Although we recognize
that the Department is making progress in directing parts of USDA pro-
grams towards strategic marketing, we continue to believe that a more
proactive, organized approach is needed if USDA is to lead American
agribusiness towards more marketing-oriented agriculture. Such an
approach is necessary for the Department to keep pace with American
agribusiness, which is restructuring to meet the demands of the new
international marketplace.

The Department also emphasized that it sees its marketing role pri-
marily as that of a facilitator at every stage of program implementation.
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We agree that USDA’s marketing role is primarily that of facilitator or
catalyst. However, we do not agree that the Department is doing all it
can to develop the marketing policies, practices, and skills necessary to
fulfill such a leadership role. '

USDA also stated that it had made a great deal of progress in improving
its coordination of activities for all cross-cutting issues and that it would
continue making progress under the 1990 farm bill. We agree that the
Department has made progress by establishing the Policy Council and an
MBO system. We updated our cross-cutting issues report to recognize the
farm bill requirement that uspa establish a Council and Office of Agri-
cultural Environmental Quality to coordinate and direct all USDA envi-
ronmental policies and programs. We agree that these changes will assist
the Department in managing water quality and other environmental
concerns. However, the 1990 farm bill does not contain similar provi-
sions for other cross-cutting issues. Therefore, we continue to believe
that action on our recommendations is needed to successfully address

all cross-cutting issues.
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Stronger Financial
Management
Accountability Needed

UsDA makes decisions every day that rely heavily on its financial, infor-
mation, and human resources management systems. These basic man-
agement systems were set up in a simpler era, and may be unable to
keep pace with both USDA’s increasingly complex responsibilities and its
changing socioeconomic conditions. We reviewed these systems to iden-
tify how they could be improved to better enable usDA to address its
responsibilities.

USDA’s financial management systems suffer from significant weak-
nesses in internal and accounting controls—from the Food and Nutrition
Service’s not ensuring that food stamp payments are proper and correct
to the Farmers Home Administration’s not maintaining accurate and
complete accounting and financial information on acquired property.
These weaknesses, which are often long-standing, substantially increase
the risk of mismanagement, fraud, waste, and abuse in USDA programs.

USDA does not have a senior Department-level manager responsible for
overseeing improvements in financial systems, as stipulated under the
Chief Financial Officers Act of 1990, nor a comprehensive plan for
improving systems across agencies. Moreover, UsDA does not require its
agencies to have independent financial audits. As a result, internal and
external decisionmakers cannot be sure they have reliable information
on USDA programs worth billions of dollars.

The chief financial officers legislation requires departments to establish
a senior Department-level manager for financial management and inde-
pendent audits of financial statements—important steps toward a more
comprehensive approach to improving UsDA’s financial systems. In addi-
tion, the legislation gives USDA an opportunity to develop a comprehen-
sive plan for improving all of its financial systems.

USDA also needs to improve the structure of financial management
within its many agencies. Individual agencies’ financial officers vary in
their responsibilities and authority to effect change in their units. In
many agencies financial officials do not report to senior levels and thus
lack necessary tools to make system improvements.
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Chapter 4

Strengthening Management Systems to
Support Departmental Goals

Despite substantial investments made in information systems, managers
throughout UspA do not have the information necessary to effectively
manage their programs. Most investment has focused on automating
processes without providing for improved information planning and
sharing among agencies’ managers, which could result in better meeting
managers’ needs. Because systems are developed by each agency, rather
than by the Department, resulting data bases rarely allow effective
sharing of data among agencies with similar responsibilities.

Ineffective agency oversight and leadership contribute to this condition.
Agency program managers and computer professionals have not worked
well together in specifying their needs, partly because agency managers
lack adequate information management training. All levels of manage-
ment require a basic understanding of information management in order
to operate effectively in today’s technological environment. However,
less than 10 percent of managers in the Farmers Home Administration,
Agricultural Stabilization and Conservation Service, and Foreign Agri-
cultural Service have had computer training in the last 2 years.

USDA’s strategic plan for information management is now being devel-
oped and holds promise for addressing many of the Department’s signif-
icant information problems. Its success, however, will depend on the
ability of departmental leadership to ensure its adoption by the agen-
cies. The agencies in turn, must be held accountable to ensure that pro-
gram and computer managers work together more effectively and make
a greater commitment to training.

USDA agencies require a wide variety of skills to administer the Depart-
ment’s complex programs—from agricultural economists, computer
scientists, and financial analysts, to veterinarians and biotechnology
specialists. Attracting these skills is difficult in the face of private sector
competition and an expected shrinking pool of qualified applicants.

Agency recruiting and training efforts could benefit from increased cen-
tral direction and assistance. Agencies recruit independently, sometimes
duplicating each other’s efforts by visiting colleges on the same day.
They also have been individually developing and operating similar
training programs. USDA internal studies have documented these coordi-
nation and other problems resulting from the decentralized human
resources efforts, but recommendations for more central guidance and
oversight have not been adopted.
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Recommendations

Agency Comments

Proposed Department-wide solutions hold promise for improving UsDA’s
work force. For example, USDA’s recently developed strategic plan for
achieving work-force diversity shows how a Department-wide approach
can address a difficult issue—uUsDA is historically less diverse than most
federal agencies. The plan provides a consistent approach to systemati-
cally resolving this problem, including needed Department-level support
and assignment of accountability.

To increase the Department’s financial, information, and human
resources management systems, we recommended that the Secretary of
Agriculture, among other things,

require agencies to strengthen their agency-level financial officer
responsibilities and authorities;

hold senior agency officials accountable for adopting the Department’s
strategic plan for information resources management; and

reaffirm the Office of Personnel’s leadership role for human resources
management Department-wide.

USDA’s comments on our draft report concurred with most of our find-
ings in the financial, information, and human resources management
areas.

USbA concurred with our findings that usDA has internal control and
accounting weaknesses in some of its major financial management sys-
tems that prevent system users from obtaining reliable financial infor-
mation. In fact, USDA stated that it believes the ultimate resolution of the
problems cited is even more complex than our recommendations sup-
port. USDA stated that it intends to improve the overall supervision and
coordination of its financial management systems by implementing a
comprehensive strategy to include (1) strong leadership from USDA’s
Chief Financial Officer, who will fully implement the requirements of
the Chief Financial Officers Act of 1990, (2) modernized integrated
administrative and accounting systems, and (3) financial management
training for both program managers and technical personnel.

USDA also agrees with our recommendations in the information resources
management (IRM) area, particularly on holding its Office of Information
Resources Management responsible for overseeing completion of the

strategic IRM initiative and holding agencies accountable for its adoption.
USDA added that it is taking steps to ensure that implementation does not
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turn into a paper exercise, including (1) obtaining support through the
Secretary’s Policy Coordination Council, (2) revising the planning guid-
ance to focus plans on agricultural program objectives rather than IrRM
objectives, and (3) requiring agencies to include in their plans how cross-
cutting program initiatives and other interagency sharing needs will be
handled.

In commenting on the human resources systems, USDA was less opti-
mistic. It said that efforts to develop and implement systemic reform
have been frustrated by continuing competition for scarce resources and
by agency resistance to organizational and field structure change. uspa
also agreed with the draft report’s contention that the lack of invest-
ment in integrated human resource and other basic management sys-
tems has had a detrimental effect on program delivery. UsDA said that it
intends to strengthen the Office of Personnel’s leadership role in recruit-
ment, training, and work-force planning, although increased responsibil-
ities have affected OP’s capacity to exercise its central leadership and
oversight functions.
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New Challenges

1

Many Organizations
Revitalizing to Cut
Costs, Restore
Competitiveness

One theme underlying our series of reports on USDA management is the
difficulty of breaking through the individual agency-focused culture to
achieve departmental and federal objectives. In our October 1989
interim report we wrote

Although successful in making USDA responsive to its clients, the heavy constituent
involvement has been criticized by some as the reason for difficulty in instituting

reform: USDA is comprised of a number of diverse, autonomous, and entrenched
local self-governing systems that to varying degrees are regulated by the constit-
uent groups themselves. In our view, this organizational structure makes USDA slow
to recognize the need for and implement change.

Our six su\cceeding reports reinforced the theme of agency intransigence
not only towards organizational restructuring, but towards depart-
mental strategies and systems as well. The result is a mature Depart-
ment that continues to manage reactively to maintain the status quo.
Yet, because the agricultural sector USDA serves is changing to meet fun-
damental changes in the global marketplace, the Department risks losing
touch with its customers. It also risks losing a major opportunity—to act
as a catalyst to keep the United States at the forefront of global
agribusiness.

Many public and private organizations have revitalized their structures,
systems, and/or strategies in response to economic, technological, or
social pressures. For example:

At Xerox, an assessment of the economic and technological forces in late
1983 led to the development of a b-year cultural change strategy. At the
time, Xerox was being threatened by higher quality, less expensive Jap-
anese copiers. Called ‘‘Leadership Through Quality,” the strategy
focused on management leadership, performance standards and mea-
sures, employee training, recognition and rewards, and communications.
Today, Xerox is gaining market share in all key markets.

At Ford, increasing international competition, shifting consumer prefer-
ences, and new technology forced change. In the early 1980s, Ford cut
its work force by about one-third, closed 15 manufacturing facilities,
and increased quality through building teamwork into the production
process and establishing a culture of continuous improvement. Ford now
earns $600 profit on every automobile it sells. In comparison, General
Motors earns $26 and Chrysler earns $225.

At the Internal Revenue Service (IRS), customer frustration over slow
service and an increasing number of unmanageable cases led to a long-
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term quality improvement effort. Key elements of that effort include
(1) quality improvement teams that use statistical techniques to identify
critical problems and (2) surveys of internal and external customers to
identify ways to improve products and processes. One of the over 1,000
projects initiated involved the Federal Tax Deposit System, through
which IRs collects and processes various categories of business tax pay-
ments. Before IRS took action, the system’s problems caused untimely
posting of transactions to taxpayers’ accounts and untimely processing
of customers’ requests for forms. After implementing corrective actions
identified by a quality improvement team, IRS reported significantly
improved service, including a 15-fold decline in unpostable transactions
and an over 20-fold reduction in errors due to incorrect taxpayer identi-
fication numbers or names.

USDA has changed little in response to the many shifts in the external
environment over the past 650 years. Shifts such as the following have
occurred in agriculture’s basic structure, technological capabilities, and
market patterns:

Only 1 in 50 Americans resides on a farm today, compared with 1 in 4 in
1935. The decline reflects the consolidation of farms and ranches into
larger, more efficient operations that are increasingly industrialized and
have more sophisticated management.

In the 1930s communication and transportation systems limited by geo-
graphic boundaries justified a county-based decentralized field office
system to serve the large number of small, widely disbursed, family-
owned farms. Today agriculture has global communication systems,
modern transportation networks, fewer program beneficiaries—but the
same county-based field structure.

In the 1930s producing large quantities of food and fiber was the driving
force in agriculture. Today agriculture has shifted to a consumer-driven
world economy—one in which American agriculture no longer domi-
nates. Many nations that had been our best agricultural customers have
become effective competitors that actively market their products
throughout the world. The new competition has weakened the compara-
tive advantage of low prices that allowed U.S. firms to prosper through
the 1970s. Also, the United States’ continuing emphasis on lowering the
production cost of bulk commodities disregards a decade-old shift in
global trade from a relatively few major bulk commodities to profitable
market opportunities in processed and consumer-oriented products.
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While significant and almost total in their scope, changes in the external
environment have occurred gradually over time. None of the changes
has been significant enough at any given time to trigger fundamental
change. The result is a mature USDA that (1) no longer parallels the
external environment, (2) manages reactively to maintain the status
quo, and (3) risks losing touch with the growing portion of its customer
base that is changing to meet new challenges.

An organization generally goes through four cycles during its life span:
entrepreneurial, growth, maturity, and decline. USDA’s entrepreneurial
cycle occurred in the 1930s. Entrepreneurial cycles are typically charac-
terized by informally integrated organizations, major innovations, and
high to moderate risk-taking. The entrepreneurial cycle of the modern
UsDA fits this characterization well. The cycle took place when New Deal
legislation increased government’s involvement in agriculture. The crop
and marketing controls first implemented in 1933 to slow the Great
Depression were not only innovative but radical for the times, leading to
constitutional challenges.

USDA’s growth cycle occurred from the 1930s through the late 1940s
when its staff grew from 22,000 in 1932 to 79,000 in 1948. New staff
were primarily located in new county-based farm service agency field
offices to service the large number of small, widely disbursed, family-
owned farms.

USDA has been a mature organization since the 1950s. Mature organiza-
tions typically focus on establishing roots, maintaining control, and
taking low-level risks. Since the 1950s usDA has added new responsibili-
ties such as food stamps, food safety, market integrity, and export pro-
grams when mandated by the Congress—but the new responsibilities
were added onto the existing framework. The basic departmental objec-
tive has remained unchanged since the 1930s—improving the produc-
tivity of U.S. agriculture. Yet the external environment has produced
new challenges that the Department must address if it is to avoid the
decline cycle.

These challenges go beyond producing enough food and fiber. They also
involve meeting the economic development, health, safety, and environ-
mental needs of consumers throughout the world. To revitalize to meet
these new challenges, UsDA needs leadership and customer-based man-
agement to update its structure, basic management systems, and plan-
ning mechanisms.
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USDA has been unwilling to consider more innovative, cost-effective
means to deliver farm services. However, steadily shrinking resources, a
declining farm constituency, and new global challenges place traditional
farm program delivery services at risk. Both consolidation and integra-
tion are contentious issues, raising many organizational and political
obstacles. Nevertheless, annual savings in the millions of dollars justify
pursuing consolidations more aggressively. Even larger savings can be
obtained, along with better farmer service, through a transition to a
streamlined, integrated 1990s-era field structure. The transition
requires Secretarial leadership, coordination with the Congress, and the
agreement of external and internal customers to get started. To succeed,
field structure consolidation and integration must become Department-
wide priorities and top UsDA officials must be held accountable for its
implementation.

Like the field structure, USDA’s basic management systems were set up in
a simpler era. Questions exist about whether uspa’s information, finan-
cial, and human resources systems can keep pace with USDA’s increas-
ingly complex responsibilities and changing socioeconomic conditions.
Leadership is needed to capitalize on the wealth of information, exper-
tise, and independence of traditional usDA agencies. For example, the
requirements of the new chief financial officer (cro) legislation will pro-
vide UsDA with a sound basis on which to begin improving its financial
systems. But to allow the different agencies to work as a team, USDA
should consider the CFo legislation as an opportunity to develop and
implement a comprehensive plan for improving its financial system
across agencies, and for restructuring its agency-level CFO positions.
Agency-level cros should have consistent authority and responsibility
throughout the Department.

To revitalize USDA and to implement wide-ranging initiatives that meet
the new challenges, the Department needs to increase its strategic plan-
ning processes in emerging consumer growth areas. However, UsDA relies
on traditional agency roles and missions in attempting to meet new chal-
lenges. For example, a comprehensive food safety policy and plan could
help the United States improve the credibility of its food safety and
quality system so that it is seen as the foremost system in the world. No
such comprehensive policy or plan exists. As a result, USDA misses
opportunities to address food safety needs and provide the confidence
consumers are requesting. Usba also has not developed an integrated,
Department-wide strategic marketing plan. Former Secretary Yeutter
spoke frequently of the importance of international agricultural trade.

Page 34 GAO/RCED-91-168 USDA Structure, Systems, and Strategy



Chapter 5
Revitalized USDA Necessary to Meet
New Challenges

Mechanisms Needed
for Institutionalizing
Change

He emphasized the importance of the government'’s providing the neces-
sary management tools to help American agriculture become more com-
petitive in world markets, particularly in high-value food products. Yet,
in today’s highly-competitive, marketing-oriented environment, no such
plan exists. USDA programs and policies still favor the production-ori-
ented philosophy that contributed to agriculture’s post-World War 11
productivity boom. In brief, Departmental operations do not match the
competitive leadership vision espoused by the former Secretary because,
as with food safety, the vision is counter to the Department’s culture.

Institutionalizing change in USDA requires the acceptance of this change
by the Department’s many agencies and the Congress. For example, two
recent strategic planning initiatives led by the Assistant Secretary for
Administration—on work-force diversity and information resources
planning—show potential to achieve change. Yet, the chances for suc-
cess of both initiatives ultimately depend on (1) employee and agency
acceptance of the initiatives and (2) integration of the initiatives into
the legislative, budgetary, and internal planning and decision-making
processes.

The information resources plan is significant because an analysis of
USDA’s internal customers clearly found that managers throughout uspa
lack the information they need to manage their programs effectively.
The plan sets an agenda for dealing with the problem. But the key to the
plan’s success is the degree to which individual agencies can be author-
ized to implement the new plan in their units.

Institutionalization allows a plan to become a reality throughout an
organization by building it into routine bureaucratic processes. Although
we commend USDA’s current work-force diversity and IRM initiatives, we
have seen too many earlier initiatives fail because of the absence of (1)
strong leadership from top management and (2) departmental responsi-
bility for agency actions. For example, effective education and aware-
ness training programs are an important component for ensuring that all
employees involved are given the opportunity to commit to the process
through being made aware of the priorities, goals, and objectives. Yet,
education and awareness training were not included in either the infor-
mation resources or diversity initiative. We question whether the Office
of Information Resources Management and the Office of Personnel, both
under the Assistant Secretary for Administration, have sufficient
authority to bring about change in these areas.
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Employee-level acceptance of the initiatives is also necessary if change
is to be institutionalized. Employees will not have incentive to change
the status quo unless they feel that they can make a difference. Since no
one understands the details of a job better than the people involved,
obtaining input from teams of employees to work out common problems
can lead to improvements in quality. USDA tried such an approach in
1985 when a Secretarial task force obtained comments on alternative
organizational structures, such as integrating the farm agencies, from a
broad range of agricultural interests, including all 50 state Food and
Agricultural Councils (FACs). Some state FACs enthusiastically proposed
substantial reorganizations of existing structures that had the potential
to result in a leaner but stronger UsDA field presence. Our analysis
showed that a great deal of work and thought had gone into the pro-
posals. Since then, however, UsDA has acted on few restructuring pro-
posals, in part because it did not develop a system for implementing the
recommended changes, including a mechanism for dealing with opposing
viewpoints.

The Congress also needs to be involved in identifying and removing any
gaps between the traditional organizational structure and the structure
necessary to develop new policies and conduct new programs. However,
because the funding process for UsDA involves 202 appropriation
accounts, it is difficult to oversee organizational change.

USDA is at the end of one era and facing the challenges of another. uspA’s
success has been dramatic, but so have the changes in the environment
in which USDA must now operate. In addition to assuring farmers a fair
return on their investments and domestic consumers an abundant
supply of reasonably priced food, the Department must now meet the
health, safety, and environmental needs of food and fiber consumers
throughout the world. Strong Secretarial leadership and congressional
support are essential elements of any effort to revitalize the Depart-
ment’s structure, basic management systems, and planning mechanisms.

If successful, usba will begin a new growth stage, retaining its position
at the forefront of global agribusiness. The economic, world security,
and good-will benefits of leading the world’s largest consumer-oriented
industry are immense. Yet, the Department’s response to 1980s trade
statistics and recent food safety controversies as well as its unwilling-
ness to modernize its field structure and basic management systems
reflect an organization that may well already have begun such a decline.
If uspa does not respond to the new challenges, other countries and
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industries more responsive to customers’ needs will take advantage of
the void and successfully capture consumer markets.
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